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Efforts to redUce  poverty would be more successful if they were
energized more by demanid than supply - by seeing the poor
less as beneficiaries  of government largesse and more as customl-
ers working their way out of poverty. 
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This  paper  --  a  product  of' the  P'ulblic Scctor  Maniaocnicnt  anid Private  Scctor  Development  Division,
CountryN  Econlomics  Department  ---  is  part  ol'  a larger  c'  ort  in  PREF to  asesCS tle  institutional  aspects  of
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Bank,  1818  if  Strcet  NW,  Washington  DC  2(0)33,  Please  contact  Emnestinta  N1iadrona,  roomii  N9-0()  I
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1.  Poverty reduction is so  vast as to be considered synonymous  with
development.'  The absolute poor--those with income-per-person  too low to
afford 2250 calories per day and thus at risk of poverty-induced
undernutrition--were estimated for Asia, excluding China, Japan and the Middle
East, at 393 million, or 40 percent of the population in 1980.2  Figures for
much of Sub-Saharan Africa (SSA),  and parts of Latin America--Northeast Brazil
and several Andean countries--would  be similar or represent even greater
percentages of national or regional groups.  Development  which does not reduce
poverty would leave poor close to half the developing  world.
2.  As vast as the numbers are, the poor are often unseen; if seen,
they are rarely understood by development agencies.  Effective poverty
reduction must be based on a sound and thorough understanding of the poor, as
President Conable recently said, "as people, not statistics." 3 Peoples' lives
are not revealed by quantitative expression; the life of a poor person has far
more dimension than can be gleaned from calorie intake  or disposable income
figures.  It entails such crucial matters as security, freedom from
harassment, and dignity.'
3.  Poor people must be seen and indeed become part of the solution
rather than part of the problem if poverty reduction is to reach the
majorities of the developing world.  Development institutions  must catalyze
the energies of the poor so as to increase their opportunities for self-
fulfillment.  The commitment to understand, serve and involve the poor
provides them the wherewithal to help themselves.  Instrumental to achieving
this goal is strengthening the institutions,  both formal and informal, through
which the poor must work.
4.  Institutions are even less visible and concrete than poverty, but,
similar to poverty, institutions  represent a continuing challenge for work in
development.  Institutions  have been defined as "complexes  of norms and
1  Attila Karaosmanoglu, "Operational  Approaches to  Asia's Development
Agenda," The Bank's World, August, 1989, p. 12.
2  Michael Lipton, "The poor and the Poorest," World Bank Discussion
Papers, World Bank, Washingt3n D.C., p.  4.
3  Address to the Board of Governors, September 26, 1989, pp. 3, 13.
4  Robert Chambers, "Poverty in India: Concepts, Research and Reality,"
Discussion Paper 241,  Institute of Development Studies,  January 1988, pp. 6,
12.behaviors that pe-,ist over time by serving collectively  valued purposes."5
Institutions are e,ther formal organizations, from the national (ministry of
finance) to the local (community association),  or informal.  These latter
kinds of institutions, lacking organizational structure, are subtle and
elusive.  Yet it is these social institutions  which often determine and
characterize prevalent patterns of behavior and can become key components of
change.  This non-organizational form of institution is particularly pertinent
to poverty-oriented development, for the poor are not as apt either to be pert
of or indeed come into contact with formal organizations as are the more
affluent and secure elements of society.  A key challenge of poverty reduction
is to penetrate this institutional  web of the poor, which encompasses legal
and religious practices, and the role of the famialy  and its effect on child
rearing and education, in order to assist the poor to achieve what they
consider to  be a better life.  This would entail an interplay  between formal
institutions--public,  private and voluntary, non-governmental organizations
(NGOs)--and informal, cultural institutions.  The goal of this poverty-
oriented institutional  development would be "to release the energies of
ordinary people by enabling them to take charge of their lives." 6
5.  The institutional focus of this paper, on the poor as necessary
actors in development, is best seen in the context of the Bank's evolving
approach to poverty reduction.  During its first two decades of existence the
Bank tended to equate development with economic growth.  The primary goal of
Bank activities was to increase the aggregate growth rate of its borrowers.
Benefits from growth were supposed to trickle down, and all members of society
including the poor were to benefit from employment creation and increased
production of goods and services.
6.  By the early 1970s, an increasing  concern about poverty developed
due to the apparent failure of the trickle down strategy for development.
Despite some impressive achievement in aggregate terms, the process of
economic growth as it occurred in many developing countries appeared to bypass
the poor and in some cases to even worsen their conditions.  Two competing
approaches for poverty alleviation were then developed and provided the
intellectual  underpinnings of Bank's subsequent  dealings with poverty issues.
Tr`ese  were the Redistribution with Growth approach (RWG), and the Basic Human
Needs approach (BHN).7
7.  The first approach, RWG, aimed at increasing the productivity,
incomes, and output of the low income groups in order to increase their
welfare.  Four different alternative strategies for improving the welfare of
low income groups were identified: (i)  maximizing the growth of gross national
5  Norman Uphoff, Local Institutional  Development: An Analytical
Sourcebook with Cases, Kumarian Press, 1986, p. 6.
6  "Sustainability Growth with Equity; a Long-Term Perspective for Sub-
Saharan Africa," Report No. 8014, August 15,  1989, p. 4.
7  Robert Ayres, Banking on the Poor, MIT Press, 1983.- 3 -
product;  (ii)  redirecting  investment  to  poverty  groups;  (iii)  redistributing
income  or consumption  to  poverty  groups;  (iv)  transferring  existing  assets  to
poverty  groups. The  favored  strategy  was  the  second  one.
8.  The  other  approach,  BHN, in its  simplest  form  involved  targeting
and  addressing  through  external  development  assistance  the  core  basic  needs  of
the  poor,  i.e.,  food,  housing,  and  health. The  BHN  approach  never  prevailed
at the  Bank. Rather,  the  income-productivity-output  approach  associated  with
RWC  remained  the  thrust  of the  World  Bank's  dealings  with  poverty  issues  over
the  1970s.
9.  The  economic  turbulence  of the  late  1970s  and  early  1980s--oil
shock,  interest  rate  shocks,  declining  terms  of trade--witnessed  withi-  the
Bank  an increasing  concern  about  unsustainable  macroeconomic  imbalar.ces,
economic  efficiency  issues,  and  debt.  It is largely  in the  context  of
correcting  for  economic  imbalances,  and  restoring  sustainable  grcwth  thlat  a
new approach  to  poverty  alleviation  is  emerging. This  approach,  as  sketched
in a recent  Bank  document  on Structural  Adjustment  and  Poverty  involves  (i)
investing  in  human  capital,  thereby  providing  a  basis  for  greater
participation  by the  poor in  growth;  (ii)  increasing  the  access  of the  poor co
productive  assets,  which  get  them  on to "income  escalators;"  (iii)  raising  the
returns  on the  assets  of the  poor; C. ) promoting  remunerative  wage-
employment;  and (v)  empowering  the  oor  in  society  through  mobilizing  their
talents  in community  projects. 8
10.  While  the  formulation  of  new  policies  to tackle  poverty  issues  is
well under  way at the  Bank,  implementation  strategies  are  not as elaborate.
One  strong  theme  emerging  from  a  Review  of  Recent  World  Bank  Poverty  Studies
is  the  need  to  make special  efforts  to  reach  the  poor.  In most  instances  poor
people  are  not automatically  included  in  public  programs  and  services,  nor in
market and input delivery systems.  The studies were consistent in their
suggestions  to tailor  institutional  delivery  to  meet the  requirements  of local
populations,  yet few  of them  were  very  precise  about  the  practical  ways to  do
so.9 This  present  paper  aims  at helping  bridge  the  gap  between  design  and
implementation  of  poverty  alleviation  strategies.
1..  It addresses  specifically  two  issues  that  have  plagued  the
implementation  and  sustainability  of poverty-oriented  projects  (i)
inappropriate  project  design  due to  a lack  of understanding  of beneficiary
populations  which  results  in their  disinterest  or rejection  of project
8  Social  Dimensions  of  Adjustment  Project  Unit,  Africa  Region,
Structural  Adjustment  and  Poverty,  The  World  Bank,  1989.
9  Policy  Analysis  and  Review  Division,  Strategic  Planning  Department,
"Recent  World  Bank  Poverty  Studies:  A Summary  of  Approaches,  Coverage  and
Findings,"  Augist  1989,  p. 58.components; (ii) difficulty of reaching poor people through traditional formal
organizational  arrangements  ')
12.  In order to overcome the first oostacle to the implementation  of
poverty reduction projects, the paper calls for a learning process approaTh to
poverty alleviatior to allow for a mutually reinforcing interaction betweE
the institution(s) promoting change and the environment being changed.  One
key method espoused involves  beneficiary/demand assessment, an inquiry into
the  beneficiaries' perceptions, needs and wants during the preparation, design
and implementation stages of the project.  At the preparation and design
stages the 'nquiry would make it likely that the beneficiaries would endorse
the project.  During implementation,  beneficiary assessment would be used as a
project monitoring tool for adapting projects to changes in the environment.
13.  As regards the second issue--how  to tailor institutiona. delivery
to reach the poor and meet their requirements--the  paper argues in favor of
institutional pluralism or interlocking formal and informal institutional
networks so as to reach the poor through the most effective and appropriate
institutional arrangements.  Project design can draw from line agencies, local
communities, NGOs, and private organizations to achieve their poverty
alleviation goal.  The paper concludes  with a discussion of the operational
implications of these two poverty-related issues.
I. LEARNING PROCESS
14.  Human behavior is unpredictable; Lhat of thc poor, with their less
known ways of life, particularly so to the outsider.  Since there are no
reliable theoretical models of behavior from  which to deduce policy, povertv
reduction is best approached by experimentation,  or learning by doing.  This
entails the institutionalization of mechanisms which provide an understanding
(through feedback) of the effects of actions on the intended beneficiaries.
The poor have established complex and sometimes  very sophisticated
institutions and methods for survival--intricate  cropping patterns in rural
artas and informal market systems in urban areas.  Experience indicates that
development interventions work best when they attempt to learn from and
incorporate these socio-economic factors in an iterative way, adapting
progressIve.y to the environment of the poor as they proceed.
15.  This learning process has been described and contrasted to the
blueprint approach in the development literature,  notably by David Korten and
Dennis Rondinelli.  The blueprint model follows  project design used in
engineering.  While blueprints work well with the construction of defined
10  Operations Evaluation Department (OED),  Rural Development:  World
Bank Experience 1965-86, The World Bank, 1988; OED, Sustainability of
Projects: First Review of Experience,  The World Bank, 1985; OED, The
Smallholder Dimension of Livestock Development:  A Review of Bank Experience,
The World Bank, 1985.- 5 -
materials into pre-determined  -arms,  dams, bridges, or buildings, they are far
less suited to the indefinite  matter which makes up human society.
16.  The learning process takes place over time, evolving out of a
blend of beneficiary and program personnel perspectives in relation to
development activities and the institutions supporting them.  Key phases of
this process are identified by David Korten as learning to be effective, to  be
efficient, and to expand." 1 One case which illustrates the value of the
learning process approach is a project in rural Colombia cited by  Albert
Hirschman.  This project was diverted from its original objectives because of
a misunderstanding of the peoples' priorities but then, when these  were
realized, came tc achieve its first goals.  An NGO near Cartagena set out to
provide literacy training to peasants and agricultural laborers.  These
persons, however, were more concerned with gaining title to land, forming
cooperatives, and pressuring authorities for needed public works.  The NGO
helped the farmers with these issues.  Then, the farmers felt they  were ready
for a school, not for themselves  but for their children and not for the normal
academic curriculum but for practical matters as well.
1 2 By learning from and
with the people and being open and willing to change direction, the NGO in
Colombia had followed a learnling  process and achieved a successful project.
17.  The learning process allows for reinforcing interaction  between an
agency promoting change and the environment  being changed.  This  environment
is composed of formal and informal institutions.  Where the Bank has taken the
time to understand this institutional  environment at the outset and over time
through the use of experirnental  and pilot programs, poverty reduction efforts
have been enhanced.
18.  One such project was the pilot credit OT  ration in the province of
Khemisset, Morocco, which led to a tripling of depos  , and savings  by women.
This dramatic increase  was brought about by an experimental program of the
Bank-supported National Agricultural Credit Bank of Morocco (CNCA),  which for
the first time disaggregated clientele by sex, employing highly qualified
female staff to communicate program benefits to potential female borrowers in
the pilot area.  Learning from this experience, a new project is being
developed with the CNCA which will expand this female-oriented credit program
to a number of other regions in the country.  One institutional lesson learned
from this pilot project is that, in addition to CNCA providing credit, NGOs
should be involved in the training of women for cooperatives and artisanal
industries as they are more adept at this tas.k  than the more centralized
Credit Bank.
11  "Rural Development Programming: The Learning Process Approach," in
David C. Korten and Rudi Klauss, People Centered Development, Kumarian Press,
1984, pp. 176-188; and Development projects as policy experiments: an adaptive
approach to development administration,  Methuen, London, and New York, 1983.
12  Getting Ahead Collectively: Grassroots Experiences in Latin America,
Pergamon Press, New York, 1985, pp. 6-11.19.  Beyond experimentation, the learning process requires constant
feedback during project implementation to allow for the necessary adaptation
of the projecc to its environment over time.  This feedback should come from
process evaluaticn or monitoring  which provides the management information
needed for adaptation purposes.
20.  In this respect, a 1985 OED report found that of 223 projects only
135 had provision for monitoring and evaluation.  Of these, 104 projects had
at completion information on these components: 16 were found  by OED to  have
performed well in  monitoring and evaluation; in 47 cases, performance was
judged to be poor.
1 3 A review of monitoring and evaluation of population
projects done at about the same time found performance on monitoring to be
less than satisfactory.
1 4 Monitoring and evaluation in education projects was
recently found to be "very  weak."' 5 In those few cases where good monitoring
and communication systems were in places, project performance was high and
program changes wer.-  made.  Educational programs in Senegal, Bangladesh and
Ethiopia have all benefitted from  close, hands-on monitoring by managers via
frequent, intensive  visits to schools.
1 6 The Bank could clearly improve the
effectiveness of that part of the learning process which comes from low cost,
useful and timely monitoring and evaluation.
Method
21.  An essential element of the learning  process approach,
particularly as applied to the poor, is how we learn.  While direct
communication between managers and intended beneficiaries is to  be encouraged,
it will rarely be comprehensive or systematic enough to provide the needed
depth or breadth of information.  Rather, the involvement of useful third
parties, social scientists or, simply, trained,  practical observers, should
enhance the learning process.
22.  There are a number of research methods nlow  ir.  practice which
enhance operationally oriented learning.  These include rapid rural appraisal
developed by Robert Chambers and colleagues at the Institute of Development
13  "Built-in Project Monitoring and Evaluation: An Overview," June 28,
1985, p. 48.
14  Lauren A. Chester, "Monitoring and Evaluation Components in Completed
Population Projects," PHN Technical Note 85-2, World Bank, April, 1985,  p. 18.
15  John Middleton, James Terry, and Deborah Bloch, "Building Educational
Evaluation Capacity in Developing Countries," Policy, Planning and Research
Working Papers, Population and Human Resources Department, The World Bank,
February 1989, p. 5.
16  Adriaan Verspocr, "Pathways to Change; Iriproving  'he Quality of
Education in Developing Countries," World Bank Discussion Paper 53, 1989,
pp. 78-82.7.-
Studies, University of Sussex;
1 7 social feasibility  analysis, relating project
implementors to intended  beneficiaries, promoted notably by Bank consultant
Heli Perrett for sanitation projects; 18 process documentation, developed at
the Institute of Philippine Culture, Ateneo de Manila University as part of
the learning process approach for th.e  National Irrigation  Administration (NIA)
of the Philippine Government; 19 and beneficiary assessment developed under the
auspices of the World Bank and applied to date on 21 projects in 13 countries
of all four regions covering five sectors (agriculture;  population, health,
nutrition; urban; education; and industry). 20 Each of these methods aims to
provide useful information about project environment, particularly
beneficiaries, quickly and at low cost and each is far more concerned with
understanding a process as it unfolds and providing germane feedback about it
than with measuring impact.
23.  The learning process which facilitates  poverty reduction must
understand the perspective of the  poor to be effective.  Qualitative research,
which "depends on watching people in their own territory ano interacting  with
them in their own language, on their own terms," 2 1 will  give the
dimensionality to the poor which brings them beyond th3 ab-tractions of
statistics.  The front-line learner, the interviewer or observer sliould  "set
out to show how social action in one world makes sense from the point of view
of another." 
2 2 More important than the particular academic training of the
person interfacing with the intended  beneficiary is  his empathetic frame of
mind.
24.  A Bank-supported agricultural  project in central Zaire (PMKO)
provided improved seed and fertilizer to poor farmers to increase the
production of corn.  This was considered one of the Bank's best agriculture
17  "RRA Notes," No. 1, International Institute for Environment and
Development, June 1988.
18  "Social Feasibility Analysis in Low-Cost Sanitation Projects," TAG
Technical Note No. 5, UNDP Interregional Project INT/81/047, 1983.
19  Cynthia  C.  Veneracion  (ed.),  .,  Decade  of Process  Documentation
Research: Reflections and Synthesis, Institute  of  Philippine  Culture, Ateneo
de Manila University, Quezon City, 1989.
20  Lawrence F. Salmen, "Beneficiary  Assessment; Improving the Design and
Implementation of Development Projects," Evaluation Review, Vol. 13,  No. 3,
June, 1989, pp. 273-29i.
21  Serome Kirk and Marc L. Miller, Reliability and Validity in
Oualitative Research. Sage University Paper series on Qualitative Research
Methods, Volume I, Beverly Hills, CA: Sage, 1986,  p. 9.
22  Michael H. Agar, Speaking of Ethnogra2hy.  Sage University Paper
series on Qualitative Research Methods, Volume 2. Boverly Hills, CA: Sage,
1986, p. 12.projects in Zaire.  A beneficiary assessment was carried out to obtaln
feedback from farmers which would help in the design of a follow-up, second
project then being considered.  NGOs were chosen to conduct the assessment so
as to provide an impartial viewpoint.  The only NGOs in the area were small
religious orders, all indigenous  persons, most of wl'om  had worked in social
activities, health and education, in the -illages for many years.  The farmers
had established more rapporc and trust  with thebe nuns and priests than with
the project's extension workers.  Alter conducting conversational interviews
with representative farmers from the two  major ateas affected by the project,
the NCOs found that the major concern of the farmers was the poor condition of
roads which prevented manv of them getting their produce to market; they could
sell only to middlemen who could afford vehicles and who pocketed the bulk of
the profits.  The revelation that transportation  was uppermost in the farmers'
mines rather than the inmproved  seeds or fertilizer that were the major inputs
of this project would probably nut have come from a survey done by project
staff; validity required the nettrality and close rapport provided by the
NGOs.  The information thus gleaned could be most useful in designing
agriculture programs more responsive to the  perceived needs of poor farmers.
25.  There is a modesty to the learning process approach which could be
seen as ill-suited to large development organizations.  Yet, given the
complexity of poverty reduction, it is wise to move carefully, in an
experimental mode.  The tests and failures are in the field, where the action
is.  Useful learning for development comes from seeing the effects of action
on peoples' lives.  It is to learning what makes people move and how  to
support and facilitate that motion that we now turn.
II.DEMAND
26.  Successful poverty-oriented programs are carried out by
institutions  which provide services in response to soundly assessed demand.
Demand, particularly that of the poor, is inadequately  understood and
improperly linked to supply in development work.  Because the poor have little
purchasing power they are peripheral to the structured market economy with
which so much development thinking and activity is concerned.  The demand of
poor persons for goods and services is tightly interwoven  with their non-
organizational institutions.  Money alone cannot be used to demonstrate
demand,  The proper understanding of the demand of the poor requires a sound
assessment of institutional forces lyinr  utside the formal marketplace.
Parental attitudes regarding schooling, bee  number of children parents want
ar.d  their predisposition to planning for this number, the importance  of rural
water and sanitation and the commitment to a?ply communal self-help to them,
these are all illustrative of demand-related institutional issues.
27.  The Bank's central operating paradigm is i:he  "miracle of the
market."  Most of the policies and projects that the Bank promotes are based
on the assumption that the market is  highly efficient at allocating goods and
services and motivating their su.pply. Yet most of the Bank's work with
people-oriented service organizations contradicts this paradigm.  The marketis driven by demand--those who need goods and services offer prices that
stimulate others to supply them.  The principle of demand already organizes
service delivery for the well-to-do and powerful.  They use their purchasing
power or connections to secure and motivate those services that interest them.
On the other hand, people-oriented service organizations are generally su ply
driven providers which try to induce clients to consume that which is judged
to be good for them.  Experience suggests poverty-reduction efforts would be
cnhanced if they were energized more by demand rather than supply.
Educatilon
28.  The number of people in the developing world possessing the
literacy and numeracy skills required for development is far too small.  In
most low-income countries fewer than 60 percent of those who start primary
school ultimately complete the cycle; many attend only two or three years.
Or.?  of the three  major reasons for the 100 million children  being
out-of-school is "lack of parental demand." 23 In addition, most institutional
innovations,  particularly in vocational and technical education, were found to
have "failed to meet with the anticipated social demand, resulting in low
enrollments... ."Z4 Clearly, demand assessment and demand mobilization are
not carried out to adapt educational supp'y to the needs -nd desires of the
people, mostly poor, who remain ill-equipped cognitively to  become actively
engaged in their own development.
29.  In 1988, a combined team of professionals from  both the Ministry
of Education of Mali and IMRAD, a local consulting firm, spent one month
living in  villages in four regions representing  differing degrees of primary
school attendance (which  averaged 15% for  u.ral  areas of the country).  This
work was done as part of the design of a major policy reform  project supported
by the Bank and other donors.  This beneficiary assessment found that the
demand for education among rural parents was so low because they felt the
costs of their children attending school outweighed the benefits.  The costs
are associated with both the distance, an average of ei.ght  to nine kilometers
from village to school, the expenses of feeding, and in some cases lodging the
children while at school and the opportunity cost of not having the children
help with the farm  work.  The benefit of school is outweighed  by these costs
in part because the quality of the school, both as regards curriculum and
physical condition is  not appreciated, and because school is no longer seen as
a gateway to employment in the public sector (as these jobs are no longer
available) or in the private sector,  which is too  weak to offeL opportunities
for educated youth.  Exacerbating this  bleak picture, many young Malians
23  "Improving the Quality of Primary Education in Developing Countries,"
(draft) Education and Employment Division, Population and Human Resources
Department, The World Bank, April 21, 1989, pp. i, iv.
24  John Middleton et al, "Management in World Bank Education Projects:
Analysis of Experience," Education and Training Department, Operations Policy
Staff, World Bank, December, 1986, p. 40.- 10  -
without education emr',rate  and send or bring back far more money than their
compatriots who have stayed in school earn upon graduation.
30.  This beneficiary assessment in Mali, the first done for the
education sector of the Batk, cost roughly $20,000 and took six months to
execute, from the selection of team members to the submission of the final
reports.  As a result of this assessment, the project will now subsidize the
cost of school lunches and mount an information  campaign aimed particularly at
demonstrating the importance of literacy and numeracy skill to the selection
of seeds and fertilizer appropriate for better crops.  Finally, the Education
Ministry's research staff, who had never before used qualitative, participant-
observer methods, now plan to use this approach on 50 percent of their
re'search,  starting with the monitoring and evaluation of the Bank-supported
ecucation project.
31.  Sound project identification  based on assessment of demand may
detect and incorporate community-based institutions into a project which both
translate and generate demand for desired objectives.  The Yemen Arab Republic
Second Education Project, with the help of a catalyst-consultant who helped
garner support in the  villages, worked through Local Development Associations
to foster literacy and vocatiuaal training  and other adult education courses
wanted by the communities (see  Box 1).
32.  The demand for education may also be enhanced by improving the
quality of service provided.  Government may intervene  positively by fostering
competition among diverse service providers, or schools.  The government of
Chile did just this by devolving responsibility from the central Ministry to
the country's 327 municipalities and introducing  a voucher system by which
fiscal reqources are transferred to both public and private schools that  want
to provide free education on the basis;  of payments per student enrolled.
Given the importance of teacher/stud:nt ratios to both cost and quality of
education, schools were limited to 45 students per clasts. Inasmuch as
non-fee-charging private schools had previously received government support of
roughly 50 percent of that received by public schools, this voucher system
enabled these private entities to compete effectively  with municipal schools
without charging tuition.  Fee-charging schools, for the affluent, are not
entitled to receive  vouchers, thus targetirg thi.s  system to poorer households.
Largely as a result of this system, enrollment for private schools more than
doubled between 1980 and 1986.  This Chilean voucher system, through enhancing
competition amorng  private and public schools, increased the quality of
education available to the pocr.  Such competition is clearly contextual in
nature; it  would work more effectively in Latin America, for instance, than in
generally poorer Sub-Saharan Africa.  Institutons  in Chile, where primary
school enrollment is close to 100 percent, were more responsive to qualitative
aspects of demand, the desire for  better education, as opposed to the more
quantitative demand concerns, the goal of increased school attendance,
exemplified by institutions in Mali and YAR. 25
25  Tarsicio Castaneda, "Innovative Social Policies for Reducing Poverty:
Chile in the 1980s," unpublished paper, World Bank, August 30, 1989.- 11 -
BOX 1
Yemen  Arab Republic  Second  Education  Project
The Basic Training  Scheme in YAR's Second Education  Project
was a successful attempt  to address the needs of rural communities.  Prior
attempts at skills training had taken the more traditional  approach of
constructing vocational  schools near urban areas. The Bank's subsequent
discovery of the existing network of Local Development Associations  led to
an innovative, community-led  program which ultimately provided  literacy
training, vocational  training,  and other adult education  in rural areas.
Plans included construction of four District Training Centers and establishment
of a Basic Training  Fund of $1 million  for LDA-generated  development projects.
The program's  demand-oriented  approach was a key to its success.
Beneficiaries were  incorporated into the identification process, primarily
through the efforts of a consultant w..o  travelled from village  to village
discussing the project's  objectives and generating local support.
Institutional  linkages were  designed to facilitate communication
from villages  to the national  level. Community councils  identified training
ne?eds  and submitted  proposals  to district councils, which oversaw activities
cIf  District Training Centers. Composed of community council representatives
3nd chaired by provincial governors, district councils used the proposals
in determining DTC support activities and budget. The National Board,  at which
LDAs are represented by their national Federation,  controlled overall policy,
'.nigei.  allocations, and disbursement of the Basic Training Fund. This
ltfcentralized  approach meant that DTC programs could be constantly  adapted
r, meet  local needs.  With the demonstrable efficacy of a community-oriented
approach, government  representation  on the district councils and National  Board
became less a control mechanism  and more  a symbol of the venture's  collaborative
nature.
The degree to which the program fulfilled existing unmet demand  is
evident in enrollment  increases: participation  increased  from 2200  in 1979/80,
to 1]0,000  in 81/82, to 15,000  in 82/83. Enrollments  in all skill categories
IIowed dramatic  increases, and dropout and failure rates were  only 6Z.
.stainability of existing efforts and expansion  plans depends on  the continuing
:<cruitment of instructors with  relevant skills  (a problem throughout), and
resource mobilization.
Sources:  Project Performance Audit Report: Yemen Arab Republic  Second Education
Project, May  1984.  Supervision  reports and other documents  from the
Correspondence  Files.  Interviews with Bank staff.- 12 -
Population. Health and Nutrition
33.  It is regularly pointed out in Bank reports and elsewhere that the
poor are the  hardest to reach  with health services and, by implication, the
hardest to understand because they are distant--physically, culturally and
socio-economically--from  health service personnel and government agencies. 26
Health ministries are reported to  have little expertise or commitment to
gaining an understanding of the demand of the poor for health services.
Partly as a consequence of these factors,  by the end of fiscal  year 1988 only
five PHN projects had analyzed the demand for and use of existing health
services and of attitudes and practices of individual clients and health
personnel. 
27 As with education, there are feasible  ways to address the
assessment and generation of demand in the PHN sector which incorporate  multi-
institutional approaches.
34.  A beneficiary assessment done for the design of a PHN project in
Lesotho last year revealed reasons for low demand for  health and family
planning services.  One of the concerns underlying this assessment was to
determine why the villagers did not go to the village health worker (VHW), the
ministry of Health's local emissary, for advice, initial treatment, or
referral.  The use of family planning services  was low compared to neighboring
countries like Zimbabwe and Botswana, and the number of new acceptors not
increasing as rapidly as expected.  A team of three local interviewers, under
the supervision of a local medical anthropologist  and sociologist-consultant,
spent two  months in and around three villages.  Among other things, they found
that:  villagers went to traditional  health practitioners (TPs) instead of the
VHW in large part because the former  was seen to have curative skills, often
herbal remedies, whereas the  VHW, trained in  preventative health, lacked any
curative abilities; and there  was widespread ignorance and misunderstanding
abouit  family planning (  25% of women interviewed felt family planning caused
sickness, IUD's were felt to get lost and circulate through the body,
contraception was perceived as causing a dilution of mothers' milk, etc.).
35.  A more proactive approach to increasing  effective demand which
goes beycnd assessment to generation and response is that of the Ministry of
Public Health of Thailand and its health card system in rural areas.  Starting
in 1983, health cards were sold at a modest price, less than average household
health expenditures for mostly private care, allowing rural households a
26  See particularly Richard Heaver, "Reaching People at the Periphery;
Can the World Bank's Population,  Health, and Nutrition Operations do Better,"
Policy, Planning and Research, Working Paper, Population and Human Resources
Department, The World Bank, September 1988.
27  The five are Tamil Nadu Nutrition, Indonesia  Nutrition, Peru I,
Bangladesh III, and Ethiopia. "FY88 Annual Sector Review; Population, Health
and Nutrition," Population and Human Resources Department, World Bank, October
21, 1988, p. 13. "The World Bank's Population Lending and Sector Review,"
Policy, Planning and Research Working Papers, Population and Human Resources
Departn,ent,  The World Bank, September 1988, p. 49.- 13 -
number (usually 8) of visits for curative treatment and unlimited visits for
preventative treatment such as maternal and child health care and
immunizations.  Cardholders must enter the health system at a local health
center; entry to hospitals is by referral from these lower-level facilities
only.  But once admitted, cardholders receive prompt attention avoiding
waiting time.  Thai villagers have responded to this card system
enthusiastically, over 50 percent having bought cards since the system began.
36.  In the absence of rural risk coverage the Thai card system has,
through linking local to regional facilities,  worked to increase the demand
for  health services, preventative as well as curative.  As with the voucher
system in Chile (discussed  above), this card system reaches beyond demand to
increase the autonomy of suppliers and to raise capital to finance  more and
better services.  Yet in responding to a perceived but unrealized demand for
health coverage, an especially acute need in times of crisis, this card
program should improve  health conditions for the people of rural Thailand.
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Water and Sanitation
37.  The water and sanitation subsector appears to be one where supply
and technological considerations have prevailed over demand concerns to the
detriment of the health and well-being of many in the developing world.  The
provision of water involves costly infrastructure in which economic and
engineering thinking may well dominate; demand may be (wrongly) assumed.
Sanitation, also technology-laden, to  be effective must become a part of
customary practices (institutions);  demand may well be misunderstood.  As the
rural water supply and sanitation subsector relies increasingly on relatively
unknown community management, and as those responsible for the provision of
urban water and sanitation face the need to differentiate services to an
increasingly diverse population, issues of demand will become increasingly
important.
38.  The demand for water and sanitation services among the poor, and
their  willingness to pay for these services, are often underestimated by
development planners.  In the Bank-supported Recife Metropolitan Development
Project, both Government officials and local project managers said the people
living in the slums would not pay even a small percentage of the cost of the
improved latrines proposed in the project.  Bank personnel felt otherwise and
so, it turned out, did the people.  A series of conversational interviews  with
a small sample of 30  households who lived adjacent to or near the few
demonstration improved latrines revealed thaL all were willing to pay
something (averaging two percent of the minimum salary) and almost all felt
they would be charged for this service anyway.  As a result of this survey
further confirmatory investigation  was taken, and the project uuilt 3,000
latrines  with partial cost recovery.
28  "Financing Health Services in Developing Countries; an Agenda for
Reform," A World Bank Policy Study, The World Bank, 1987, p. 35.- 14 -
39.  In the Northeast Thailand Project, funded by the U.S. Agency for
International Development, an assumption was made that poor people would pay
little for improved  water supply.  Consequently, inexpensive  hand pumps were
installed.  Five years after project inception,  most of the pumps were not
working.  Assuming the difficulty to be technological, overly difficult
maintenance, and an inability of poor villagers to pay for improved  water
supplies, the project provided motor pumps for piped water at communal
standpipes.  Another five years passed, only 35 percent of these  motorized
pumps were in good working order.  The problem was again attributed to complex
technology and an inability to pay.
Gradually, however, it became apparent that the main
problem was not the capabilities of the villagers, but
the fact that the service being offered was not what
they wanted.  They did not want hand pumps, which were
not considered any significant improvement  over the
commonly used rope and bucket. ... Only water piped to
yardtaps could meet the people's aspirations, as the
time saved collecting water and the apparent high
quality of the service were thought to be worth paying
for. 29
Similar to the Bank-supported Urban DevelopmelkL  project, in Guayaquil,
Ecuador, 
30 project designers in  Thailand had seriously underestimated the
importance of understanding and responding to demand for quality water supply.
Here, the project provided the yardtaps with users paying the full cost of the
connection.  Another five years later and this time fully 90 percent of the
system was functioning reliably and 80 percent of the people were served by
yardtaps.  Economic benefits were realized:  timesaving, gardening and
livestock raising, and the system had extended distribution to previously
unserved areas.
*  *  *  *  *  *  *k
40.  An understanding of the values and behavior of the  poor leads to
an improved understanding for  how institutions, local and external, may
respond to their demands with appropriate services.  One well-known case in
Bangladesh is the Grameen Bank.  Grameen was begun in 1976 in one village by
an economist, Muhammad Yunus, who set out to relearn economics from the
vantage point of the poor.  Grameen has capitalized on the force of peer
pressure by requiring borrowers to be groups of five persons who serve to
guarantee each other's repayment in the absence of collateral.  Grameen has
brought out the potential of people's oiganizations  by assembling five to ten
groups into "centers."  These centers, in turn, fulfill social objectives:
29  John Briscoe and David de Ferranti, "Water for Rural Communities;
Helping People Help Themselves," The World Bank, 1988, p. 10.
30  Lawrence Salmen, Listen to the People, Oxford University Press, 1987.- 15 -
ending dowries and child marriage, improving diet and sanitation, and
encouraging family planning.3'  By 1988, after 12 years of operation, the
Grameen Bank was helping roughly 400,000 borrowers, 82 percent of whom were
women, none of whom had access to credit from the regular banking system of
Bangladesh.  Grameen operates out of over 400  branches in 8,000 villages (out
of 68,000) of the country. 3 2
41.  Gran,een's  loans, averaging roughly $70 each, have gone to the
landless poor who make up almost half of the rural households in this largely
rural nation.  In two and a half years, per capita income among Grameen
borrowers increased 35 percent, and additional employment was generated as
well.  Grameen's recovery rate was a very high 97 percent, which compares most
favorably to the low 27 percent average repayment rate for the country's
private banks.33 Grameen has a very effective and innovative  outreach system
whereby a  dedicated, young cadre of "bankers on bikes" go out into the
villages rnaking  loans, collecting payments and acting as catalysts,  both
motivating and servicing people based on a close understanding of their needs
and capabilities. 
3 4
42.  The Grameen experience illustrates  how the learning process
approach led to an understanding of local institutions and demands which, in
turn, allowed for the creation of new institutions  which realized social and
economic needs of the poor.  Starting with experimentation in one and then a
few villages, learning by listening and observing the people at work and at
home, Grameen discovered that community relations  were strong and that a major
unfulfilled need was credit.  Grameen formalized the informal communal bonds
into small groups and introduced peer pressure as a replacement for collateral
thereby providing access to the formal institution  of credit (at  the favorable
terms offered to the more affluent members of society).  The larger centers of
5  to 10 groups also created by Grameen are community organizations, local
institutions built initially around credit but providing for many social needs
as well.
31  Norman  Uphoff,  Local  Institutional  Development,  Kumarian,  West
Hartford, Connecticut, 1986, pp. 350-351.
32  Muhammad  Yunus,  "Grameen  Bank:  Organization and Operations," Grameen
Bank, Chaka, Bangladesh, June 1988.
33  Judith Tendler, "What Ever Happened to Poverty AlLeviation?" Ford
Foundation, March 1987  Annex 1, p. 5.
34  Uphoff,  Op.  Cit.,  p.  352.- 16 -
III.  ORGANIZATIONAL IMPLICATIONS
43.  Institutions are central to sustainable and beneficial economic
growth.  They create the policies, mobilize and manage the resources, and
deliver the services which stimulate and sustain development.  Growth and
prosperity are unlikely to be mai-ained  if the institutions  which guide them
sr'_  malformed.  Institutional  development concerns the creation of
organizational competencies and values that are functional to development.
Ane if development is to be accompanied  by poverty reduction, those
organizational competencies and values must also be attuned to the needs of
the poor.
44.  A wide array of organizations affect the condition of the poor.
Many of these (such  as finance  ministries) neither have poverty as a part of
their formal mandate nor work directly with poor clients.  Such organizations
are noc addressed in this paper.  Instead  we are concerned  with the
institutional condition of those organizations  whose functions demand that
they work directly with a mass clientele, the  behavior of whom they frequently
need to modify.  Most (but not all) of these organizations are designated in
the Bank as belonging to the "social sectors" (even though they may not be
concerned with the delivery of social services).  Such organizations working
directly with the poor include those concerned with health, education, and
credit and extension to small agricultural producers and entrepreneurs.  The
organizations to be addressed include  both governmental.  and private ones.  The
latter category includes  both commercial and non-governmental organizations
(NGOs).
45.  These poverty-oriented organizations are engaged in  what Arturo
Israel refers to as low-specificity (low-technology  and people-oriented)
activities.  The effective functioning  of this kind of organization requires
high priority on the part of developing country governments as well as a
recognition that their needs and characteristics differ markedly from the
high-specificity (techn-logically  advanced) institution.  Key among these
special attributes are openness to a *onstantly changing operational
environment, simplification of institutional  needs, and the quality (utility)
of communication to and from clients/beneficiaries and suppliers.35 Given the
difficulties inherent in large, centralized development agencies meeting these
criteria, it will often be advisable to explore the use of intermediary
organizations which serve as brokers betwien development agencies and their
client, beneficiary populations.
A.  Intermediation
46.  These lessons regarding learning and demand are awkward for the
World Bank, for its lending methodology is based on the commitment of
substantial sums for fixed and lengthy  periods of time through a contract-
35  Arturo Israel, Institutional Development: Incentives to Performance,
The John Hopkins University Press, Baltimore, MD, 1987.17 -
like agreement.  None of these elements fits the learning process approach.
As the Bank and other donors have recognized this problem they have
increasingly adopted a "wholesale" approach, lending to an intermediary
organization which in turn makes small grants to endeavors that are just
getting under way.  One example is the Emergency Social Fund (ESF) in Bolivia.
47.  While the ESF in Bolivia was created to redress grievances arising
out of major dislocations caused by the economic crisis and corrective
adjustments, its major lasting developmental impact may well have been to
strengthen Bolivia's institutional response to poverty reduction.  The Fund
has channeled roughly $30 million in three  years, largely for employment-
generation activities (street paving, irrigation,  self-help housing, etc.);
increasingly the Fund supported social assistance projects (health  posts, day
care centers, school lunch programs) which were expected to have more lasting
effects.  Because the Fund was well-administered, fast, and responsive to
initiatives from local institutions (Government,  private-for-profit and NGOs),
it channeled more money to more poor people with wider coverage throughout the
nation, reaching areas hitherto untouched by any government program,  than had
ever been done by any single agency in Bolivia's history.  The institutional
acumen of ESF can be seen in many aspects of its operations:
a)  its demand orientation--by responding to proposals written for and
with communities by local governmental agencies or NGOs, the Fund
ensured that projects would be adapted to local preferences and
needs;
b)  through the incorporation of small  businesses, often in
construction-related activities, the Fund activated this segment
of the private sector in an otherwise stagnant economy, giving
them experience in social projects which many managers said (in  a
beneficiary assessment) that they  would strive to use in
subsequent work;
c)  NGOs came to work together with Government as a result of the ESF
experience as they never had before; what began as a stand-off due
to years of mistrust between NGOs and Government (spilling over to
the Bank as well), after this successful trial period, is  now a
positive complementarity, leading to increasingly strong
NGO-government partnerships throughout the country.
48.  The ESF is not a substitute for Bolivia's line ministries.  Yet,
it  has acted as a catalyst to their strengthening in a number of ways.  First,
it  has shown that the poor can be reached, quickly and responsively, with a
minimum of red tape (the staff of the Fund is a relatively lean 87).  While
this may not impress some regular government  bureaucrats, who earn one third
of the salary of the top Fund managers, it may serve to motivate others.  And
examples have already been reported where  communities have referred to the
positive experience with the ESF in conversations  with line ministry personnel
to upgrade the quality of service they receive.  Second, it has provided a
model of how the center may be supportive of local institutions  which appears
to have influenced these bureaucracies to increasingly reach out and down to*  18 -
incorporate these local groups, particularly NGOs, into their planning and
project activities.  Finally, and this is  no minor matter is an impoverished
nation such as Bolivia (after  Haiti the poorest country in the hemisphere),
the ESF has demonstrated that government programs that reach the poor--in a
soundly reformed economy--attract substantial foreign assistance.
49.  Thus the intermediation approach  holds tremendous promise for the
Bank.  However, it is well to remember that these intermediary organizations
themselves  have to go through a learning process, as they discover what their
real priorities should be and develop a methodology for this type of work.
LarEe loans for intermediation should be made only to organizations that have
already demonstrated competence and cormmitment  for this type of endeavor.  New
or restructured intermediary  organizations should themselves be treated as
experiments deserving only of trial financing
B.  Organizational Pluralism and Competition
50.  Experience shows that the operation of the learning process as a
method of selecting organizations for survival and growth works better where
conditions allow for a plurality of organizations competing  with one another.
When there is only a single organization performing a critical function in an
area, one will feel constrained to keep it in  existence, even when it is doing
poorly.  Such organizations go on being patched up and their leaders  will
become more careless in their management as they come to recognize that they
are frequently chastised but never really punished.
51.  In addition to avoiding the risks and breaking the power of
monopoly, a plurality of organizations also introduces  competition and the
added incentive and information which comes with it.  It is more difficult
than normally envisioned to judge whether an organization is doing as well as
it could given the circumstances in  which it is operating.  Extremely good and
detailed information  has to be combined with quite sophisticated means of
judgement and experience if such a determination is to be made on a single
case.  But if several organizations are operating in the same environment, a
comparative judgement of relative quality is fairly easy to make, even from
the outside.  Competition thus provides consumers and suppliers with an
efficient source of information and makes it  much easier for them to apply
incentives to the organization's leaders.
52.  The Kenya Tea Development Authority applied this competitive
principle to the managen,  nt of its tea factories  with great effect.  Each
factory was made an independent cost center and detailed performance and cost
records were kept for each factory separately.  The published figures on which
factory was able to command the  highest prices on the London tea auctions were
powerful incentives to managers to improve the quality of production.  Similar
figures also made it evident which factories  were costing the most to run per
pound of tea produced, another incentive factor.  The detailed cost figures
were not published but they were used by top  management to explain the more
general cost figures, enabling them to take local  anomalies into account and
to identify areas where problems were still likely to be found, despite
generally good performance.  There can be no doubt that these comparative- 19  -
figures on performance produced more information than even an intensive
attempt to analyze the records of a single factory could have done.  Factory
managers themselves  were very conscious of the competitive position that they
were in and the fact that the detailed costing data they were sending in could
easily reveal aspects of their management that they would have liked to
conceal.  Their incentives to work effectively  were correspondingly increased.
53.  Organizational pluralism and competition create benefits if looked
at from the  bottom as well.  When the poor are given a choice among the
organizations that serve them, they are empowered.  Rather than having to
endure indignities and inefficiencies,  they can "exit" the offending
organization and "enter" another one, to paraphrase Albert Hirschman. 
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ability of an organization to attract and hold a clientele becomes an
important indicator to donors of the quality of its services.
54.  Single, multi-function organizations or integrated complexes of
organizations have often been created ir the  past in order to assure that
clients have access to services that  are complementary and depend on one
another.  Many of these entities  have functioned  well, but the effective
monopoly that others of these arrangements exercise has created serious
problems.  A particularly unfortunate example  was the Bank's Kenya Integrated
Agricultural Development Project in the late 1970s.  It came to  be dominated
by its credit components, creating problems and complexities that simply
overwhelmed it.  The very fact that the project was tightly integrated
deprived the farmers of important options and ended by defeating the very
objectives of the project.  The IADP  was subsequently restructured and broken
up into separate component parts in order to correct these problems.  The case
does illustrate, however, the benefits which institutional  pluralism (i.e.,
multipie sources of services) provide and the dangers that arise when the poor
are deprived of their poi r of choice.  Effective demand is an extremely
powerful source of inforr.  tion, incentives,  and coordination.  The ability of
the poor to exercise it generally needs to be strengthened, and policies that
might  limit  its  effect  should  be  approached  with  extreme  caution.
C.  Demand as "Voice"
55.  However, the poor do have a potential problem with  a  demand
orientation as it is expressed through the  market place.  By definition they
have limited purchasing power and their influence  on the ecc-iomy  is thereby
weak.  If their demands are to  be heard they will have to be expressed with
something  other  than  just  money.  Typically  one  uses  money  to  "exit"  the
clientele of one producer and to purchase the services of another.
Nonetheless this "exit" option can be exercised by people without financial
resources if someone else is  paying the bill for them and the money goes to
the organization that attracts and holds their patronage.  Forma).  uses of
"voucher" systems are on the rise now.  The Chilean educational voucher system
was discussed above.  But informal  varieties have been in existence for some
36  Exit. Voice and Loyalty: Responses to Decline in Firms. Organizations
and States, Cambridge, MA, Harvard University Press, 1970.- 20 -
time.  Any time a donor funds  a  program on the basis of the number of clients
it is serving, it is adding power to the exit option of the poor.
56.  Demand need not be expressed only by purchases or patronage.  It
also can take the form of "voice."  Organizations that are controlled by their
clienteles have to be more responsive to them,  Organiizations  at the local
level can be catalytic to development.  In representing and satisfying
interests and needs, the poor, who exert little influence as individuals, gain
strength in collectivities, or organizations.  Local organizations of the
poor, such as community associations, cooperatives, peasant unions, etc., may
serve as intermediaries  between government agencies and communities.  They can
act as channels for the receipt of technical  and material inputs from and the
transmission of common interests  and concerns to the outside world.  Local
organizations also can act as monitors on the performance of government
programs providing accountability to public service  which would otherwise
generally be absent.  The local  people's organization, in sum, provides the
institutional framework within which the energies of the poor may be given the
voice and form necessary for sustainable development.
57.  Local organizations clearly help bring about the success of
development endeavors.  The OED stated in 1985 that "A major contribution to
sustainability (of agricultural projects) came from the development of
grassroots organizations." 3 7 Samuel Paul relates the experience of food
production in Zimbabwe which has successfully incorporated small farmer
organizations.  Due to the effectiveness  of these organizations as conduits
for technical and material assistance, farmers who were in groups had higher
yields and sales of maize than unorganized farmers.  Particularly significant,
in a district with poor soil and rainfall,  where presumably the poorest
farmers live, "there was a threefold difference in output  between members and
non-members," 38 The agricultural subsector where farmers' organizations most
commonly receive credit for contributing to success is irrigation.  Here,
water users' associations  have been deemed most important to the development
of this activity.  "They have improved irrigation  productivity and management,
helped spread the benefits of irrigation, increased cost recovery, and reduced
the cost burden on govertments." 39
58.  The social sectors also receive actual or potential major benefits
from local organiizatiorn.  In education, involving parents with teachers into
associations has been found effective in increasing demand, seen in Section II
to be an inherent problem in this sector, and in mobilizing local resources
37  Operations Evaluation Department, Sustainability of Projects: First
Review of Experience, The World Bank.
38  "Governments and Grassroots Organizations: From Coexistence to
Collaboration," Chapter 2 in John P. Lewis et al, Strengthening the Poor: What
Have We Learned, Overseas Development Council, Washington D.C., 1988, p. 67.
39  "Water Users' Associations," Agricultural Horizons, Volume 2, Number
1, Po'icy, Planning and Research, The World Bank, p. 9.- 21 -
(see below).'
0 Rural water and sanitation have been Feen to be oriented
entirely co the process of "community  management" which, in turn, depends
completely on the degree and quality of community organization.  In the PHN
sector, the need for organized comr.,unity  involvement appears to be pronounced
in family planning, an activity for  which there is little expressed demand.  A
representative community committee can provide a channel for expressing the
interests and needs of the community as well as managing activities undertaken
by and for the community.  Examples of the latter are planning and managing
the work of service providers and mobilizing resource contributions of service
users and others.
59.  This sort of organized comnunity involvement in 'amily  planning,
however, is  very rare.  Among the very few countries where such organizations
do exist is the community-based system operating in  Korea, the Saemaul Women's
Association (SWA).  Very active in family planning, the SWAs are engaged in
broader civic improvement activities as well as they are part of the larger
Saemaul Undong, a national community development effort begun by Korea's
president in the early 1970s.  SWAs are particularly interested and
knowledgeable about family planning matters because they evolved out of the
Mothers' Clubs that were organized by the non-governmental Planned Parenthood
Federation of Korea.  The SWAs support government field workers delivering
services by motivating and informing  potential users.  Being of the community
and having a prior institutional association  with family planning and being
involved in other activities of recognized  value to the co..munity,  the SWAs
are most effective propagators of the family planning message."41
60.  The poor also are more likely to invest some of their own
resources or labor in an organization's work if they  have a voice as to what
it is doing.  Testimony to the positive interrelationship  between community
involvement and local resource mobilization comes from all sectors.  The
recent call for privatization and community management in rural water supply
and sanitation is  most emphatic on the important benefits accruing from this
form of involvement:  "Wher rural communities contribute little or nothing of
their funds, time, or other resources to a project, it is  not theirs.  Their
sense of ownership in the whole undertaking and interest in maintaining the
system in operational condition are likelv to be limited.  , 2 In education,
40  Education and Employment Division, "Improving the Quality of Primary
Education in Developing Countries," Population and Hunan Resources Division,
The World Bank, 1989, pp. 78-129.
41  "Report of the Study on the Organizational Issues in Community
Participation in National Family Planning Programmes: A Comparative Analysis
of Five Countries in the ESCAP Region," Asian Population Studies Series
No. 87, Economic and Social Commission for  Asi.a  and the Pacific, Bangkok,
Thailand, United Nations, 1988.
42  Anthonv A. Churchill, "Rural  Water Supply and Sanitation: Time for a
Change," World Bank Discussion Paper No. 18, The World Bank. Washington D.C.,
1987, p. 13.- 22
parent-teacher  associations  can  mobilize  community  resources  for  school
operation  and improvement;  the  greater  the  degree  of  parental  participation,
the  greater  the  flow  of local  resources  for  teachers  and  schools.'  One  of
the  most  comprehensive  and  effective  examples  of this  multi-institutional
approach  to  education,  with  an  emphasis  on equity  is  proviced  by Korea
(see  Box 2).  The focus  on achieving  primary  education  for  all  through  a
trilateral  partnership  of government,  the  private  sector,  and  parents,  who
mobilized  many  of the  needed  resources  (as  well,  presumably,  as the  motivation
for  their  children  to  attend  schools),  is  noteworthy.
BOX 2
Financinz  Universal  Primary  Education:  The  Korean  Exterience
Korea's  achievement  of  universal  primary  education  is  due in  great  measure
to  successful  local  resource  mobilization Parents,  local  institutions,  the
private  sector  and  national  government  share  responsibilities,  producing  an
education  system  that  is internally  efficient,  has  equitable  and  broad-based
financing  mechanisms,  and  allows  the  central  government  budget  to  concentrate  on
primary  education.
In  order  to  provide  primary  education  to  all, the  government  allocates
three-fourths  of the  national  public  education  budget  to  compulsory  education,
depending  on  private  schools  and  parents'  willingness  to  pay for  secondary  and
tertiary  education.  Grants  are  made to  local  schools  for  compulsory  education,
with  efforts  to  equalize  public  expenditure  among  prin,ary  school  districts  across
the  country. This is  done  by means  of formulas  that  diistribute  national  funds  on
the  basis  of local  need  and  ability  to  pay.
Local  institutions--especially  Parent-Teazher  Associations  (PTAs)  have
been  mobilized  to  play  an important  role  in  the  finance  of  primary  education,  As
early  as 1949,  PTAs  were  supplementing  teacher  salaries  and  becoming  involved  in
school  decision-making.  Initially  contributing  up to 75%  of the  funds  for  local
schools,  with local  governments  contributing  another  10%,  PTAs  more  recently  ha.e
contributed  around  28%  of primary  education  expenses.
43  A positive  correlation  between  parental  participation  in  school
activities  and  household  contributions  to  education  was found  in  a recent
study  in  Thailand.  "Improving  the  Quality  of Education  in  Developing
Countries,"  Op.  Cit.,  1989,  p.  155.- 23
61.  One dramatic  demonstration  of the  close  linkage  between  community
organization  and  local  resource  mobilization  and  their  effect  on  participatory
development  processes  comes  from  the  Nacional  Irrigation  Administration  in the
Philippines.  That  participation  served  as an incentive  to raising  funds  from
the  farmers  is  seen  in the  far  greater  "equity  contributions,"  a portion  of
the  cost  of construction  of the  irrigation,  paid  by taose  in  participatory
systems,  an average  of 357  pesos  per  hectare,  than  paid  by the  farmers  in  non-
participatory  systems,  averaging  54  pesos  per  hectare. This  equity
contribution  not  only lowered  the  cost  of the  irrigation  system  for  the
government  but led  to  an increased  concern  for  and involvement  in  all  phases
of the  construction  work,  acting  as a "grassroots  check  on the  common  tendency
of irrigation  agencies  to install  more  sophisticated  and  more  numerous
facilities  than  are  actually  required  for  effective  irrigation.""
62.  One of the  best,  and  best  known,  examples  of the  government-
community  partnership  is the  Malawi  Rural  Water  Supply  Project  (see  Box 3).
Of particular  note  in this  case is  the  strong  dedication  of the  Malawi
government  to  maintain  a  service  posture,  not  imposing  or mandating  to the
communities  but  assisting  them  with the  provision  and  maintenance  of  water
supply  which  all  recognize  will  ultimately  become  the  primary  responsibility
of the  communities  themselves.  A similar  example  comes  from  Colombia,  which
is reputed  to  have the  best  rural  water  supply  program  in  Latin  America. As
in  Malawi  (the  best in  Africa),  much  of the  success  of this  program  is  due to
the  "effective  cooperation  between  villagers  and  gcvernment."  Local
beneficiaries  are  actively  involved  at every  stage  of the  process  of  water
provision,  from  initial  preparatory  study  and  preparation  to construction  and
maintenance. Intermediation  is  carried  out  by 24  decentralized  sectional
offices. The service  posture  is further  enhanced,  beyond  the  proximity
afforded  by these  numerous  offices,  by catalytic  promoters  who, like  the  Group
Organizers  of  Nepal (p.  30),  carry  out  multifaceted  roles  with  beneficiary
communities  which  include: socioeconomic  analysis,  community  organization,
facilitating  contacts  with local  government,  auditing,  and  reterral  service
for  technical  problems  to the  sectional  office. 4 5
63.  The nature of a local organization determines the form and extent
of resource  mobilization  in the  community. This  significant  but subtle
interrelationship  was  clearly  in  evidence  in  a Bank  financed  urban  upgradIng
project  in  La Paz,  Bolivia. The  project  provid-d  water,  sewerage,  and  street
widening  at close  to full  cost  recovery. The  community  residents  were to
complete  the infrastructural  improvements,  street  paving,  drainage,  and
community  center,  with their  own  time,  labor  and  money. For  over three  years,
long  after  the  project  work  had  been  completed,  these  complementary  community
works  remainee  largely  unfinished,  the  roads  during  the  rainy  season  as  muddy
as ever,  the  community  center  no more  than  an idea. At last,  towards  the  end
of the  fourth  year,  road  paving  and  drainage  were  done  in little  time  and
construction  was  about  to  begin  on a community  center.
44  F.  Korten  and  R. Siy,  Op.  Cit.,  pp.  109,  148.
45  Briscoe  and  de Ferranti,  Op.  Cit.,  p. 16.- 24 -
LOX  3
Maluwi Rural Water Suoolv Proiect
Considered  the most successful self-help water supply scheme  in Africa,
the Malawi program attributes its sustained operation and expansion  to a demand
or  i  ation and a strong government-community  support structure. Starting with
two villages and 3000 participants  in 1969, the program now benefits over  1
million people throughout the country. The Government supplies parts and
assistance, while communities provide voluntary labor for construction and
maintenance.
The pilot phase generated both government and genuine grassroots demand
and commitment to self-help water supply, it also contributed to the development
of workable  institutional arrangements. Resources  go into the training of quality
field staff with both  technical and community development  skills. There  is a
strong team spirit reinforced by close communication among all levels of project
staff. Quality  staff are cultivated through careful recruitment, appropriate
,raining, and an emphasis on staff motivation.
Staff are trained to assist community committees with proposal  design,
work programme planning,  post-project maintenance plans, and other aspects of the
project. Formation of the committees  is left to traditional leadership so that
rembers will  feel a responsibility  in decision-making.
While no definitive impact assessment has been done, there have been
so.ial benefits in .he extra time resulting  from a reduction  in distance  to water
sources from 8 km to .5 km. Economic benefits accrue as the area of land under
c-ltiva-ion increases. Health benefits  include improvement in general hygiene  i"
.ell as a demonstrable decreasc  in the spread of epidemics  in water-supplied
itlages. Finally, a continued  commitment to water supply on a large scale gives 
overnment appreciable political benefits,
Colin Clennie. Village Water Supply in the Decade: Lessons from Field
.. xperienco, (New York: Wiley & Sons), 1983.
John  Briscoe and David de Ferranti, Water for Rural Communities: Helping
People Help Themselves,  (Washington, D.C.: World Bank), p. 9.* 25 -
64.  The sudden improvement in this La Paz community was brought about
by a drastic change in the makeup of the locil organization.  As the residents
of the area put it, there was a coup, the community association, formerly all
male, was taken over by women.  These women had become exasperated by the
dissension, and the drinking, which had prevented the men from mobilizing the
area residents for communal work.  The women, mindful of the potential.  utility
of paved and drained streets to the cleanliness of their houses and the saving
of their own time and labor, were particularly  motivated and united in
encouraging their families and neighbors to work together on the needed
community improvements.  The project had failed to involve the women in any
way, always dealing through the male-dominated community association.  Given
the demonstrated ineffectiveness  of that preexisting association at motivating
fellow community members to work for their common good, the extent of local
resource mobilization foreseen in the project  had to wait for a major change
in the composition of the local organization, one which now harnessed the
formerly untapped energies of women.
65.  As the preceding example makes clear, simple provision for "voice"
is not enough.  Care must also be given as to whosc voice is being heard and
to the forum in which it is  being expressed.  After all, the poor usually are
disadvantaged not only with respect to money, but have little power either.
Unless caution is exercised "voice"  may only be yet another forum in which the
poor are ignored.  Different organizational arrangements can lead to a
responsiveness to quite different types of clienteles.  The broader and larger
the organization the more likely it is to  have heterogeneous clients and to  be
dominated by local elites.  These attributes can create problems where goals
are complex, technologies are still being developed and resources are limited.
Organized client demand is similar to market competition in applying pressure
to the organization and therefore getting it to take up slack.  Therefore if
slack or simple inattentiveness to client needs is the problem the "voice"
route will be likely to improve the situation.  But if the problem 4-stead is
organizational overload, lack of clarity about goals or deep conflict about
them, the "voice" option could make things worse.  The poor record of
producer's cooperatives should give us pause here.  Where the coop was not
serving a relatively homogeneous group "voice"  did not seem to work well and
the organization either became fragmented or exploited  by whatever group  was
able to capture control of it.
4 6 In other words only when political control
is exercised by a group that is small or homogeneous enough to have a
disciplined and relatively consensual goal setting process is it likely to
result in organizational goals that are simplified and clarified.  Otherwise
46  Stephen B. Peterson, "Government,  Cooperatives and the Private Sector
in Peasant Agriculture," in Institutions of Rural Development for the Poor,
ed. by D. K. Leonard and D. R. Marshall, p. 113.  Goran Hyden, Efficienc' vs,
Distribution in East African Cooperatives:  A Study in  Organizational
Conflicts (Nairobi:  East African Literature Bureau, 1973).  Inayatullah, ed.,
Cooperatives and Development in Asia:  A Study of Cooperatives in Fourteen
Rural Communities of Iran. Pakistan and Ceylon,  Vol. III of Rural Institutions
and Planned Change (Geneva:  United Nations Research Institute for Social
Development, 1972).- 26 -
the  goal  structure  will  be likely  to  be fuzzy  and fragmented,  with  negative
consequences  for  performance.
66.  Similarly,  domination  of an organization  by local  elites  is  a
serious  problem  in some  situations  but  may  be an asset  in  others. If local
elites  and  the  poor  share  comron  interests,  it is  sensible  for  them  to  pursue
them  together,  for  the  greater  assets  and  influence  of the  former  will  aid  the
latter. Such  shared  interests  tend  to arise  when  the  benefits  to  be created
are  indivisible  and  have a  wide impact,  or when  they  are linked  to the  use  of
a resource  the  poor  have in  abundance. On the  other  hand the  danger  that  the
management  of - benefit  will lead  to increased  inequality  increases  if (a)  the
individual  rather  than  the  community  is the  unit  of consumption,  (b)  demand
far  exceeds  supply,  (c)  service  quality  can  be improved  at the  expense  of
quantity,  (d)  other,  scarce  inputs  are  necessary  to  use the  service
effectively.  As the  i.Lcidence  of these  conditions  increases  the  poor  come  to
be better  served  by more  homogeneous  organizations  that  exclude  elites. 47 As
such  organizations  tend  to  be small  and  vulnerable,  they  need to  be supported
by intermediary  organizations  that  are  particularly  dedicated  to their
existence. This is  one  of the  roles  that  Non-governmental  organizations
(NGOs)  often  perform  well.
D.  NGOs
67.  The  role  of  NGOs in  development  continues  to  be important  yet ill-
defined. Much  has  been  written  on  NGOs,  and increasing  attention  is  being
given  them  at the  Bank,  in staff  resources  (the  unit  in the  International
Economic  Relations  Division),  involvement  in  Bank  projects  (from  an average  of
14-15  projects  with  NGOs  during  the  1972-87  period  to 50 such  projects
approved  in  FY89),  and  documentation. 48 The  emerging  wisdom  on NGOs  is that
they  are  most  effective  when  working  in  close  association  with  both  the
communities  of the  poor  and  the  bureaucracies  of government.  Few  NGOs,
however,  appear  to perform  this  dual  micro-macro  task  well,  for  want  of
commitment,  ability,  or  both.  Judith  Tendler  found  in  her study  on poverty
alleviation  in  activities  in livelihood,  employment,  and  income  generation
that  NGO  programs  in  these  areas  "typically  do  not make significant  inroads  on
poverty  in  a particular  country." She  attributes  the  low  poverty  impact  of
NGOs to "diseconomies  of scale"  which  rray  be generalized  to  a rather  parochial
47  David  K. Leonard  and  Dale  Rogers  Marshall,  eds.  Institutions  of Rural
Developrnent  for  the  Poor  (Berkeley:  Institute  of International  Studies,
University  of California,  1982),  Chaps.  1 and  6,  esp.  pp.  8-15.
'8  Michael  M. Cernea,  "Non-Governmental  Organizations  and  Local
Development,"  World  Bank,  April  1988;  David  Brown  and  David  Korten,
"Understanding  Voluntarv  Organizations:  Guidelines  for  Donors,"  and  Lawrence
F.  Salmen  and  A. Paige  Eaves,  "Between  Public  and  Private:  A Review  of Non-
Governmental  Organizations  Involvement  in  World  Bank  Projects,"  both  papers
submitted  for  publication  in  October  1989  by the  Public  Sector  Management  and
Private  Sector  Development  Division  of the  Country  Economics  Department  of the
World  Bank.- 27 -
concern with guarding one's turf from incursions  by other NGOs or government
and preserving highly-valued autonomy  by lying low and obtaining support from
foreign donors. 4 9
68.  The strength of the NGO would appear to  be as a catalytic change
agent operating to activate a base community by creatively linking it to
institutions of the  broader society, as done by the  Grameen Bank.  ln Peru.
Hernando de Soto and the Instituto Libertad y Democracia (ILD) that he heads
are attempting to transform the legal system of that country to  be  more
dynamic and responsive to the  needs of the  poor, in housing, transportation
and industry, such that law becomes an institution that helps create rather
than redistribute wealth: "A state which does not realize that  wealth and
resources can grow and be promoted by an appropriate system of institutions,
and that even the humblest members of the population can generate wealth,
finds direct redistribution the only acceptable approach." 50 Like Grameen
with the institution of credit, the ILD is  using its in-depth  understanding of
the conditions of the poor, seen through their eyes, to recreate the legal
institution to be more conducive to poverty reduction.
69.  There is increasing interest in examining the most effective ways
to integrate  NGOs into government and donor-initiated poverty alleviation
strategies.  This stems from 1) growing attention to the factors that have
made NGO-initiated strategies successful, as well as 2) a fear of overfunding
and overexpanding NGO activities relative to institutional capacities.  The
strengths that such organizations can bring to development tend to be detailed
knowledge of local condi;ions, experience in community development, a
willingness to experiment with non-traditional forms of credit administration
or service provision, and staff commitment to poverty alleviation.  These
strengths are well illustrated  by the innovative work of the NGO World Vision
in heightening the awareness of Malian farmers to their natural environment
(Box 4).  In some cases, enthusiasm to inject these traits into large-scale
projects propelled NGOs or NGO umbrella organizations into the forefront as
administrators of large-scale,  multicomponent project tasks which went beyond
their initial mandates and capabilities.  NGO strengths are best integrated
into strategies involving government, donors and community groups on the  basis
of sound analysis and appropriate institutional linkages.
70.  Microenterprise credit programs provide particularly interesting
illustrations of how NGO intermediaries  can be effectively integrazed.  Such
schemes typically involve intermediary financial institutions  as  well, which
function to link microenterprises  with formal financial institutions  by
reducing transaction costs with regard to depositing savings, credit delivery,
and repayment collection.  Reasonably successful experiences in Indonesia,
Thailand, and the Philippines resulted from NGO cooperation as
brokers/catalysts, which meant that the financial institutions  were able to
49  O2.  Cit., pp. 37-38.
50  Hernando de Soto, The Other Path: the Invisible Revolution in the
Third World, Harper & Row, New York, 1989, p. 189.- 28  -
BOX 4
World Vision: The Menaka Integrated Development  Project (Mali) Creating Motivation
for  Environmental Preservation
Traditionally,  the people of Menaka Cercle have depended on their herds
!,)r  milk, meat and barter against cereals.  During the drought of 1984-85, almos-
I  the livestock was lost.  Consequently,  families found it difficult  to meet
.).Isic  needs and to maintain breeding stock.  The drought effectively disrupted
romadic patterns of life, pinning families to dry season water points and making
them dependent on World Vision  (WV) food distributions.  This  is turn placed
additional pressure on the already fragile Sahelian environment, as families
foraged for firewood and animals destroyed young growth.  Community  leaders
eXpressed a need to diversify  the groups' income base.  World Visior,  responded bv
developing a group of integrated interventions which addressed  the most pressing
needs in the short term, as well as more long-term goals of sustainable
agriculture  and environmental protection.  The interventions  (livestock
rroduction,  land  regeneration,  forestry,  nutritional  education)  involved  low
Levels of technology and high  levels of community participation.
On the premise that behavioral changes and sustainability  of developmer:
'ctforts  depend on community ownership, WV has developed  the Participatory
r::aluation  Process (PEP) to  help communities  identify and prioritize  their needs
.1nd  the  processes  necessary  to  reach their goals.  There are four steps
description,  investigation, analysis,  and decision.  In the description  phase,  the
community  is asked to "take a picture" of itself.  World Vision has found the
process of drawing a map to be an effective way of reaching all ages, literate and
illiterate.  Investigation means taking a close look at community  problems
rhrough,  for example, nutrition charts on which members indicate the
| pes/frequency of foods eaten, or voting to see which problems the community  as  .
... )le considers mcst  important.  Analysis  looks at  the causes and consequences ia
:r  lems,  resources  that can be used for solutions and obstacles.  Decision mear-,
:<*iding  which needs to address first and delineating  a strategy.  Furthermore
*e  community establishes a monitoring system for evaluation and commits to a !aeriodic  assessment of  progress.
In addition  to PEP, development workers saw that work  towards the long-
>.rm  goals of environmental sustainabilitv would  require increased sensitization
liscussion groups, interactive formal interviews, photography,  and casual
_.nversation  between '-'V  staff and community members.  One effective method was tK*
|  se  of projected slides of images filmed in the region, thus featuring sights ,in
|  :t,)ple  familiar to the viewers.  Slides used for the land regeneration project
*  --)wed the progressive detericration of the land and Lhe forest due to uncheckc-
i  :"es of  naru,-e  and interventions with  emphasis on soil and water conservation  i
'-hods.
A mid-term evaluation concluded that, while  success in terms of hectaares
rtegenerated  was small relative to the speed of deterioration,  the change  in
,*ttitude  of the people of Menaka has been substantial.  After certuries  of living
in.  equilibrium with  their environment, people found that the balance had been
destroyed by droughts and increasing population pressure.  The project
denonstrated  that they need not be helpless victims of natural forces, but that
thev could create  interventions, which, while not recreating the traditional
'ifestyle, could help  them adapt to new conditions  in ways offering potential  hIn.
I  both  themselves and their environment.- 29 -
restrict themselves to finance.  These institutional linkages (which vary
according to local conditions) help to avoid institutional  difficulties that
arise from programs that require both operationally empathetic outreach and
strict financial discipline and efficiency.51
71.  Similarly, NGO strengths can be effectively combined with those of
government and community groups to make basic social services accessible to
the poor.  Especially in such areas as preventive health care and family
planning, where demand is rarely articulated, NCOs can serve an intermediary
function by assessing or generating the demand for services.  They may also
work with government or private institutions to build an institutional set-up
that will be best able to supply goods and services to the poor.  An example
of a government-run program in which NGOs are strategically linked is Kenya's
Population Program, in  which the National Council for Population and
Development (NCPD)  serves as a coordinator/administrator  of government and
NGO-run family planning services.  NGOs were identified as partners because of
their rural base, experience and institutional  capacity.  They have taken on
the responsibilities of community level information,  education, and
communication, and ir some cases, the community-based distribution of
contraceptives.
72.  The challenge of involving  NGOs in large-scale  poverty programs
is, therefore, in determining the nature of inter-institutional  linkages which
best  draw on existing strengths and complementaA.ities,  as well as in
expanding the scope of NGO activities in relation to institutional capacity.
E.  Catalysts and Training
73.  In development programs, the aim of training should be catalytic,
to bring about change.  Catalytic training means both training the different
actors involved in poverty projects (managers,  staff, beneficiaries, local
comxrunities,  and NGOs) to carry out their own particular tasks,  but also
training these different actors in relation to each other.  In this way, those
in charge of delivering a service will not only be trained in the technical
delivery skills required but also learn to adapt the delivery mode to the
specific beneficiaries.
74.  Bureaucracies and technology, on one side, and grassroots
institutions and culture, on the other, too often fail to come together in a
mutually beneficial common ground at the center.  The catalyst can play a most
effective brokerage role in  bringing these more and less formal kinds of
institutions and their derivatives to first understanding and then action.
The important role of the "bike  bankers" in the Grameen Bank, as outreach
agents who both came to understand the context in  which the landless  borrowers
lived and worked and served as facilitators for these borrowers in their small
51 Maryke Dessing, Entrepreneurship and Private Sector Development:
Support to Small and Microenterprises, Paper produced for the Industry  and
Energy Division of the Africa Technical Department, World Bank, August 1988,
pp. 38-43.- 30 -
agricultural endeavors, was described in the previous section.  The Philippine
National Irrigation  Administration (NIA),  by now a well known case of
successful participatory development, partially supported by the Bank, also
employed catalysts, "irrigation community organizers,"  who served as a link
between the  villages and the NIA engineers.  The organizers lived in the
villages and saw to it that technical staff listen to the farmers' concerns at
each stage of project development. 52 PersL s conducting  beneficiary
assessments in various countries  have performed similar catalytic roles
interpreting  between technical and traditional institutional  cultures.
75.  More active catalysts, similar to Grameen, were employed in the
Small Farmer Development Program (SFDP) of Nepal set up by the Agricultural
Development Bank of Nepal with support from the FAO.  Here, Group Organizers
were trained and sent into communities to create groups of 10 to 15 small
farmers, including landless laborers, to whom credit would be made available
without collateral (again, like Grameen) to improve incomes.  Incomes did
increase, 20 to 30 percent; there was reduction in ethnic and caste
discrimination and improvement in the status of women; and an increase in the
political influence of small farmers in their communities and in government-
sponsored cooperatives.  The Group Organizers were given considerable freedom
according to an evaluation of the International Fund for  Agricultural
Development, a natural consequence, according to Norman Uphoff, of the
operational style of the Agricultural Development Bank of Nepal characterized
by "innovativeness, flexibility and sense of responsibility," qualities which
were transmitted through the Group Organizers to the villagers.  Indicative of
the  holistic nature of these organizers, and how they came to be catalytic,
their role encompassed: "motivator,  mobilizer, credit and investment  officer.
extension agent, spokesman  with government departments, conciliator and
arbiter of conflicts, data and information gatherer, evaluator, thinker,
philosopher and friend." 53
76.  Given the high expense and little availability of professional
help and the enormous unmet needs of poor populations for public services,
concerted attention should be given to the increasing  utilization of lower-
cost paraprofessionals, particularly from the areas of the  population being
served.  One statistic from India dramatically illustrates the need: "89
percent of currently married persons and their family members had never been
visited by any health or family planning worker."
5"  Community-based health
52  Frances F. Korten and Robert Y. Siy,  Jr., Transforming a Bureaucracy:
The Experience of the Philippine National Irrigation  Administration, Ateneo de
Manila University Press, Quezon City, 1989, p. 152.
53  "Kingdom of Nepal: Small Farmer Development Programme--Mid Term
Evaluation Report," International Fund for  Agricultural Development, Rome,
1984, p. 33, quoted in Norman Uphoff, Op. Cit., p. 317-318.
54  Susan Stout, "Family/welfare Strategy in India: Changing the
Signals," Population, Human Resources, Urban and Water Operations Division,
Report No. 7900-IN, June 23, 1989, p. iii.- 31 -
workers have been found to be more positively biased towards low income and
remote beneficiaries, and their services have a lower average cost than
comparable clinic-based services.  The level of institutional support in
training and management was the most significant determinant of the
effectiveness of the local health workers.55 The most famous utilization of
local paramedic personnel, of course, is the barefoot doctor component of the
public health program of China.  The Chinese government relied increasingly on
the rural barefoot doctors, who were trained from three to six months, as a
way to save both costs and scarce professional manpower, and attend to the
health needs of a large and diversified population. 56 It is difficult to tell
how much of the motivation in this Chinese  barefoot doctors program was
genuine and how much came from a unique statist regime.  Nevertheless, this
Chinese combination of commitment from leadership and good, moderate training
of local people familiar with and to their own communities made for  what has
probably been, in terms of poor persons served, the most effective and
far-reaching public health program of all time.
IV. OPERATIONAL IMPLICATIONS
77.  The institutions discussed in this paper, those of the poor,
largely non-organizational, and those that  might better involve the poor in
their own development, largely organizational,  are increasingly discussed in
the Bank.  Still, it is admitted that "we lack adequate knowledge on how best
to reduce poverty through direct interventions.  There is more to this problem
than mobilizing additional resources...."57
78.  The preceding discussion shows that the institutional dimension of
poverty reduction encompasses both the context and the process of change.
Poverty is a product of a multiplicity of factors--climate,  values, resources,
interrelationships,  history--which are fundamentally  contextual and, as such,
vary from place to place.  Poverty reduction takes place over long periods of
time as a function of the interaction  between institutions, formal and
informal, and people's values and behavior.  Development organizations are
often inept at responding to local diversity and being supportive of a change
process.  They are often apt to standardize and impose models of their own.
OED papers point to the fallure of the Bank's tendency to build its own
implementing institutions rather than supporting those already in place;
"Institutional development has suffered most when reliance on autonomous or
55  Peter A. Berman et al, "Community Based Health Workers: Head Start or
False Start Towards Health for  All?" PHN Technical Note 86-3, Population,
Health and Nutrition Department, World Bank, January 1986, pp. 44-47.
56  Paul, OR. Cit., pp. 79-90.
57  Attila Karaosmanoglu, Op. Cit., p. 12.- 32 -
semi-autonomous  project  management  units  has substituted  for  line  agencies
instead  of strengthening  them."  58
79.  Effective  approaches  to  poverty  reduction  which  are  sensitive  to
both process  and  diversity  build  on  energies  expressed  at the  local  level  by
reinforcing  them  from  the  center. Thus,  the  proper  responsive  and
facilitating  role  of a central  authority  requires  the  identification  and
strengthening  of local  institutions  which  are  conducive  to  needed  change. An
appropriate  role  for  the  Bank is  to  help  build  up both the  center  and  the
local  institutions  in relation  to each  other,  creating  or strengthening
linkages  between  the  two  in such  a  way that  the  poor are  increasingly  enabled
to improve  their  own  conditions.
80.  The  Bank  should  explore  ways to  provide  support  to strengthen  the
components  of local  institutional  pluralism. Through  lending  and  policy
dialogue,  the  Bank  could  encourage  borrowing  governments  to facilitate  the
development  of what  Sheldon  Annis  calls  the  "thickening  social  web"  of
nongovernmental  organizations,  including  community  associations,  cooperatives,
church  groups,  peasant  leagues,  and  the  like, 59 in  relation  to state  agencies
operating  at the  local  level,  i.e.,  extension  services  and local  government.
One  such  initiative  is the  Philippine  Health  Development  project  recently
approved  by the  Bank. This  project  has  one  component  devoted  to  supporting
NGOs  via grants  so as to  build  partnerships  with local  health  offices  and
local  governments  through  interaction  in serving  communities,  building  on the
complementarities  of each  kind  of institution  (service  provision  and finance
from  central  through  local  health  unit,  education  and  motivation  by the  NGO in
the  community;  resource  mobilization  and  ancillary  public  works  by local
government). Process  documentation,  an indigenous  form  of  beneficiary
assessment,  will be carried  out  by local  research  institutions  to  provide
ongoing  feedback  on the  effects  of this  institutional  interaction  on the
communities  as a basis  for  continuing  improvement  of the  process. Such
strengthening  of local  institutions,  supported  and  facilitated  by central
government,  give  greater  voice  to  people's  concerns  and,  over  time  increases
their  opportunities  for  self-development.
81.  The  Bank  and its  borrowers  will  need to  go through  an inversion,
turning  inside  out, to  deal  effectively  with the  challenge  of  poverty
reduction. Without  relinquishing  strengths  at the  macro  level,  such  an
inversion  will  require  more  concerted  efforts  at understanding  and  supporting
those  institutions  through  which  poor  persons  act,  often  at the  micro  level.
To bridge  this  macro-micro  gap,  the  Bank  and  its  borrowing  governments  will
need to  provide  increasing  support  to intermediary  organizations  (discussed  in
the  previous  section);  to learn  about  the  context  of  poverty  work in
qualitative  and inductive,  as  well  as quantitative  and  deductive  ways;  and  to
develop  a staff  increasingly  attuned  to  the  multi-faceted  nature  of poverty
58  Ram Chopra,  Op. Cit.,  p.  4.
59  "The  Next  World  Bank?  Financing  Development  from  the  Bottom  Up,"
Grassroots  Development,  11:1,  1987.- 33 -
reduction activities.  Costs which arise from this inversion should be more
than warranted by the resulting effectiveness and sustainability of such
poverty-oriented lending.
The Learning Stance
82.  The learning process approach to development discussed in Section
I requires thorough, grounded inquiry  at every stage of the  working of a
project.  Given the importance  of context and history, of understanding  what
has worked and is working and why in each place of interest, the inquiry
carried out during identification is most important to the eventual success of
the endeavor.  The manner in  which the activity is actually implemented, its
methods for involving intended  beneficiaries, and their linkages with various
institutional forms and levels, also require considerable scrutiny for proper
understanding.  Realizing the necessary changes a project will undergo as it
evolves, the design stage for appraisal may well not be more important than
other project phases in terms of learning or staff time.  Yet, at present more
staff time and resources go into appraisal than either identification  or
supervision.  There are a number of measures which the Bank could take to
improve the effectiveness of its learning for operational use:
1)  Integrate qualitative learning into every phase of project and
policy work.  Qualitative research must include numbers to be useful.  The
contribution of the qualitative approach is that it provides the numbers with
meaning, representing the perspective of those about whom understanding is
sought.  If attempts at improving  a school curriculum lead to increased
enrollment, what in particular impressed  how many parents to send how many
children to school, as compared to other particulars which still do not
convince how many other parents?  For action to be directed at change,
information on the  why is as important  as on the what.  Yet the Bank has been
shy to enter the qualitative arena.
83.  An increasing  number of projects are utilizing a variety of
qualitative research techniques:  focus-group interviewing, aimed at eliciting
peoples' attitudes by guided group discussions,  was used in the preparation of
the Nigeria Imo State Health project; social marketing is being introduced to
the  human resource work of at least  one African Department (AF4); and
beneficiary assessment interviews  and participant observation  have been seen
in this paper to have assisted various phases of projects in Bolivia, Mali and
Zaire, among others.  The issue regarding the incorporation  of qualitative,
along with quantitative, learning in the Bank is not one of feasibility but
rather widespread adoption leading to eventual institutionalization.
2)  Increase the use of local  personnel in the field and in all
phases of project and policy work.  The requisite understanding about the
context in which a developmental activity is to evolve will take far  more
learning than can be done by Bank staff alone during several two to three week
missions each year.  Rather, the work of the task manager must become one of
orchestrating the various players necessary for the needed learning to occur.
These include:- 34 -
a)  greater utilization of local independent consultants, working
individually or in groups.  All 21 of the beneficiary assessments
done to date have relied in whole or in part on local consultants,
some under the auspices of NGOs or research institutions, others
as individuals.  Of special interest  would be seeking information
from groupings, formal or informal, of intended beneficiaries and
of key service providers, such as extension workers;
b)  strengthening the local  project implementing  unit or, more
generally, government agency responsible for overseeing the Bank
loan to perform added supervisory tasks, with the help of a
routine reporting form (to  be developed jointly with Bank staff),
thus freeing supervision  missions to concentrate more on
substanti\  matters affecting poverty reduction; 60
c)  fuller use of country Bank offices in the gathering of information
on local conditions and institutions.  For example, to help
supervise the Emergency Social F_nd (ESF) in Bolivia, a research
analyst was posted in the resident mission for a year; her
responsibility was to  understand the involvement of local
institutions,  particularly NGOs, as outreach mechanisms
facilitating interaction  with the poor.  Her assistance was
instrumental in bringing greater clarity to the bank regarding
both the ESF and potential opportunities for future poverty
reduction  work in Bolivia.
3)  Fund poverty reduction activities at a scale and of a scope
that the potential for learning, and later replication, is enhanced.  The vast
size and complexity of many Bank-financed  projects at present defy easy or
rapid assessment, as well as often obstructing implementation itself. 6'  The
learning process approach has been seen to rely on a considerable degree of
experimentation to understand  how technology and culture can best interact
over time.  Education programs that incorporated limited testing or first-
phase experimentation were found to increase the likelihood of large-scale
second phases avoiding major mistakes. 
62 Where there is a large degree of
uncertainty, as in  much poverty work, small, focused pilot or experimental
projects, or, where feasible,  project components, could both enhance learning
and avoid the costly and highly visible failures too often seen in the large
Bank projects funded today.  In order to achieve this experimental scale of
operations within the context of the Bank's present mode of operation, the
60  Richard Heaver, Op. Cit., pp. 24-25.
61  Delays in the start of implementation  of Bangladesh population
project III have been attributed at least in part to its large size.  George
Simmons and Rushikesh Maru, "The World Bank's Population Lending and Sector
Review," Policy, Planning and Research, Working Papers, Population and Human
Resources Department, The World Bank, September 1988, p. 32.
62  Verspoor, Op. Cit., pp. 36-39.- 35 -
Bank  will  need,  as  mentioned  above,  to identify,  develop  and  fund  intermediary
organizations.  These  intermediaries  can  serve  as "wholesalers"  for  the  Bank
and  provide  the  sensitive  support,  evaluation,  and  modulated  finance  which  the
Bank finds  it  difficult  to  achieve  with  small  endeavors.
84.  Recourse  to such  a learning  stance  will,  of course,  involve  trade-
offs  and  costs  for  the  Bank  and its  borrowers. Particularly  in  the  short
term,  the  use  of additional  local  consultants  to  provide  greater  understanding
of grassroots  realities  and,  to a far  greater  degree,  the  time  and  cost
involved  with experimental  pilot  activities  may  well  be more  costly  than  the
present  mode of operations.  However,  in  the  longer  run  the  failure  to
adequately  understand  the  institutional  (formal  and informal)  environment  in
which  a project  must  operate  can  easily  lead  to  development  activities  which
do not  take  hold and  are  not sustained  in  the  beneficiary  population. The
true  costs  of this  learning  stance  must  he weighed  against  this  long-term  risk
of failure  in  project  sustainability.
Staff  ing
85.  What is  said  here  applies  equally  to  the  staff  of an international
development  agency  and  a  national  line  agency  working  on  poverty  reduction.
There  is  no substitute  for  experience  which  provides  exposure  to the  poor in
gaining  an understanding  of poverty  and  what  might  be done  about  it.  Problems
surrounding  poverty  and  its  eradication  cannot  be resolved  by abstract  theory,
by  any  one  academic  discipline,  or  by input-output  orientations--so  much
fertilizer  and  so  many  kilos  of improved  seed  creates  so great  an increase  in
crop  yield--alone.  Several  among  many  aspects  of  poverty  which  defy  purely
objective,  quantitative  analysis  are  the  fear  of debt  arising  ouc  of  great
insecurity  from  unstable  employment  and  earnings; 6 3 the  importance  of the
family  in  determining  school  attendance  rates  and  decisions  regarding  family
size;  the  role  of local  elites  in  decisions  regarding  local  participation,  the
nature  and  extent  of distribution  of  goods  and  services,  and  relations  with
institutions  of government.  One  may recognize  the importance  of such  issues
but feel  that  they  are  matters  for  others,  anthropologists  or social  workers
hired  as consultants,  to  bring  to the  development  agency. Such  reasoning
avoids  the  question  of  how staff  is to  be able to  identify  crucial  issues  such
as these  without  a certain  degree  of direct  observation  of the  conditions  of
the  poor  themselves.  Regarding  the  Bank,  in  particular,  a number  of  changes
could  help  to  bring  about  the  inversion  called  for  at the  outset  of this
section:
1)  Staff  need to  know  that  the  Bank  values  effective  work on
poverty  reduction. Richard  Heaver,  in  his  paper  "Reaching  People  at the
Periphery,"  observes  that  "project  staff  have  not  been sent  strong  signals  by
management  that  project  designs  should  make  a particular  effort  to reach  the
63  Robert  Chambers  is emphatic  on this  point:  "Poor  people  have  a horror
of debt."  "Poverty  in India,"  Op.  Cit.,  p. 13.- 36 -
disadvantaged.  ""64  Given the importance of poverty reduction to the work of
the Bank, as stated by senior management, and the acknowledged complexity of
the task, a clear set of incentives in support of poverty work, not replacing
but reinforcing commitment, needs to be established.
2)  Work on poverty reduction must become increasingly
interdisciplinary.  This is not merely a matter of including a sociologist or
institutional specialist on a trip, advisable as that may be, but most
important of imbuing the staff with those elements of each Aiscipline,  as
tested in practice, which all of the  operations staff need to know to do
effective poverty work.  Different disciplines have their own biases, in
theory and in  methodology--economists, for instance,  are often abstract and
deductive, trained to develop sophisticated theoretical models, while
anthropologists are more grounded and inductive,  evolving rudimentary theory
from field observation.  Both of these approaches  have merit, as do those of
other fields of study (political science,  management, socioiogy, etc.); no one
discipline alone gives the  understanding of the others needed to appreciate
the full dimensionality of poverty reduction work. The task manager in
operations will need to increasingly  become a generalist, albeit with a
particular professional strength in one area, so as to approach the problem of
poverty in the holistic way required.  This will perforce necessitate an
emphasis on training across areas of expertise for all to learn what is needed
of each.
3)  Experience must be given its due, in both hiring and upgrading
of staff.  The value of first-hand  extensive experience in combatting poverty
at ground level with the poor is undeniable.  This paper has discussed
successful projects which depend on project designers and implementors
obtaining sound and protracted understanding and interaction  at the local
level.  While managers of poverty projects clearly need this kind of first-
hand experience, how is the Bank to know which interventions to finance or how
to design the most effective project if a critical mass of its staff does not
also have some direct exposure to the poor itself?  Two modest suggestions for
bringing experience  with poverty further into the  mainstream of the Bank:
a)  allow for  more exploratory time during project identification.  As
has been seen, this is a crucial time for gaining the
understanding of local conditions and institutions, as well as
central government, which will predicate the eventual form, and to
a large degree, impact of the project.  Bank staff should be
encouraged to spend considerable time in  reconnaissance  work,
getting to know the lay of the lane, spending time away from the
beaten path.  Such exploratory work will not take the place of
local-hire consultants or the increased  utilization of Bank field
offices, but it  may well provide the kind of exposure to the local
situation necessary for a well-focused, directed poverty endeavor.
64  Op.  Cit., p. 21.. 37 -
b)  provide  sabbaticals  directed  to increase  Bank  staff  exposure  to
poverty  conditions  and  activities.  This  is  not  a new idea  65  and
it is  being  actively  explored  by at least  one  Bank  department
(AF6),  but it  has  yet to  become  part  of Bank  policy. The
enrichment  that  might  come  from  sabbaticals  for  Bank  staff,
working  in  association  with  NGOs,  local  research  institutions,  or
even  as ex-officio  members  of community  associations  in  areas  of
Bank-financed  project  activity  (with  the  support  of the  borrowing
government,  of course)  would  be invaluable.
86.  Senior  management  pronouncements  on the  importance  of
incorporating  people  with useful  experience  involving  the  poor in  development
work  may  well influence  the  nature  of the  Bank's  poverty-oriented  work  for
years  to come.
*  *  *  *  *
87.  The first  step in  the  introduction  of a new  approach  is to  raise
new  questions. The  nature  of inquiry  determines  the  direction  of change.
While  the  discussion  of institutional  dimensions  of poverty  reduction  in  this
paper  raises  few  new issues--learning  process,  demand  and  organizational
matters  are  all  amply  treated  in the  literature--they  are  still  not in  the
mainstream  of Bank  operations. Pertinent  questions  which  might  be addressed
to operations  staff  during  project  preparation  to increase  awareness  and
competence  in  dealing  with these  issues  might  concern:  a) the  degree  and
manner  in  which  demand,  and  demand  mobilization,  is  addressed;  b) the  extent
to  which  users  or community  groups  may  lead  to  cost-effective  design  or
facilitate  cost  recovery  during  implementation;  and  c) the  exploration  of
institutional  channels  beyond  central  government  (NGOs,  private  sector,  local
governments)  which  might  enhance  the  "exit"  and  "voice"  of the  poor. Raising
and  answering  these  kinds  of  questions  as  a normal  function  of Bank  operations
will  do much to institutionalize  the  institutional  dimensions  of poverty
reduction.
88.  This  paper  has  called  for  an inversion  in the  operating  norms  and
procedures  of the  World  Bank  as it  seeks  to  reduce  poverty  in its  member
countries. This  inversion  will  gain  effect  as Bank  operations  build  in
processes  for  understanding  the  poor,  design  programs  which  respond  to their
demands,  and involve  the  poor  and  those  who  work to serve  them  in all  phases
of project  and  policy  development.  The  ultimate  goal  is  to create  an  enabling
environment  in  which  poor  persons  may  become  self-reliant  members  of the
societies  of which  they  are  a part.  In this  sense  the  poor  cease  to  be
beneficiaries,  passively  receiving  largesse  from  government,  but  more like
customers  who  must  be enabled  to  pay  the  costs,  with their  time,  labor  and
65  Several  Bank  staff  associated  with  the  friday  morning  group  on
"spiritual  values  and  development,"  notably  Nancy  Farmer,  Virginia  Hitchcock,
and  Temesgien  Gobena,  have  written  memoranda  or  made  presentations  on this
kind  of sabbatical.- 38 -
capital,  for  wnat they  see  will  bring  about  their  own  betterment. If the  Bank
comes  to  view the  poor  as its  principal  customers,  it  will  be more effective
at helping  the  public  sector  share  this  same  vision,  and  the  worth  of Bank  and
government  agencies  will  be determined  by the  quality  of service  to their
customers,  persons  moving  out  of poverty.PRE  Working  Pager  Series
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